MONTHLY REVIEW 


Of Industrial and Financtal Conditions in the New England District 
By Frederic H. Curtiss, Chairman and Federal Reserve Agent 


FEDERAL 


RESERVE 


BANK OF BOSTON 


BOSTON, MASS., SEPTEMBER I, 1922 





THE SITUATION 


One of the most hopeful factors in the present 
business situation is that it has not had a serious 
setback because of the railroad and coal strikes. 
Industrial output in some lines has suffered, due 
largely to a shortage of coal, but the volume of 
sales and commodity prices has decreased but 
slightly—in some cases, sales have increased. 
This certainly speaks well for the prospects of the 
immediate future. 

New England has probably fared as well as 
any of the manufacturing sections of the coun- 
try. The majority of the industries in this dis- 
trict have managed to get through the trying 
period of the last few months without being 
forced to curtail operations because of lack of 
coal, such as has been the case notably in the 
iron and steel industry in the middle west. Even 
with the strike settled, the danger is not entirely 
averted, as is not unnatural, in view of the fact 
that the coal strike has been the worst in the 
history of the country. It is doubtful if the 
householders of New England will get along as 
comfortably during the coming winter as custom- 
arily, inasmuch as the shortage of hard coal for 
domestic heating purposes ismuch moreacute than 
that of softcoal for power uses. It may benecessary 
to substitute other forms of fuel for anthracite 
and this in turn may prove ultimately not to be 
an unmixed hardship. 

It will also be some time before the adverse 
effects of the railroad shopmen’s strike can be 
overcome. There was a very small surplus of 
serviceable freight cars on the New England 
railroads in the middle of August, and, in view 
of the fact that carloadings normally increase 
during September and October, there apparently 
will be none too many cars for shipping purposes 
during the next few weeks. 

In some respects the strikes have tended to 
make business better in those industries in which 
it has been good for the past few months, and to 
make it poorer in the others. Where business has 
been active, the tendency lately has been to place 


orders with two or three competing firms in the 
hope that one of the firms will not be held up by 
the coal strike or their goods delayed by inade- 
quate transportation facilities, but will 
through in time for use. This has been clearly 
evident in a number of industries. This trend of 
events has somewhat the same potential possi- 
bilities as the similar situation had early in 1920. 
At that time there was considerable congestion 
on the railroads, due in part to heavy storms in 
this part of the country, to the so-called ‘‘outlaw 
switchmen’s strike” in the spring of the year and 
to the vast amount of duplication of orders based 
on speculation. Of course, present conditions 
have not anywhere near reached the point they 
did in 1920, but there is enough over-ordering to 
warrant manufacturers and selling agents in cer- 
tain industries to be on their guard. 

There has been so little general increase in the 
volume of production and trade in New England 
during the past few months that it has made 
some think that the improvement in New Eng- 
land is not keeping pace with that in the rest of 
the country. This may be true at the moment, 
but it should be remembered that the major 
part of the recovery in the output of the leading 
industries of this district has already been 
made. New England started on the up-grade 
while conditions in other parts of the country 
continued to become worse, or at the best merely 
held their own. At the present time the aver- 
age rate of manufacturing activity in this dis- 
trict is not far below normal, and the volume of 
trade is good. Profits are poor, and this has 
caused some to lose sight of the relative volume 
of business. Business men are generally opti- 
mistic, although many of them have postponed 
the date at which they look for the complete 
return to so-called prosperity. With the passing 
of the period of summer dullness and the com- 
ing of relief from the menace of curtailed pro- 
duction due to the coal and railroad strikes, the 
outlook for fall is encouraging. 
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MANUFACTURING ACTIVITY 


New England’s industries have been heavy 
purchasers of bituminous coal mined in the non- 
union fields of West Virginia, and have on the 
whole been able to get through the strike period 
of the past few months very satisfactorily. 
There have been times when it seemed as if 
shut-downs were imminent in certain sections, 
but this has been almost entirely avoided. This 
soft coal from non-union mines has for the most 
part been shipped by boat to New England 
ports, and thence by rail to manufacturing cen- 
ters. Routed in this way, it has caused carload- 
ings of coal by New England roads to be excep- 
tionally high. Reserve stocks of soft coal in 
New England are low, and while danger of some 
curtailment of manufacturing has not yet been en- 
tirely averted, the chances are’ very good for the 
industries in this district to run unhampered by 
fuel shortage during the fall months. 

The latest complete statistics at present avail- 
able indicate that the average rate of manufac- 
turing activity in New England during July was 
slightly less than in June, but greater than in 
May. The decline from June to July was caused 
almost entirely by the cotton industry, which, 


while it is gradually regaining operatives who 
have been out on strike, is at the same time fail- 
ing to obtain a large volume of new orders. 

Prospects in the woolen and worsted industry 
depend to a considerable extent upon the suc- 
cess of the recent openings of lines for the spring 
of 1923. Early reports have indicated that for 
several companies these have been at least mod- 
erately successful. There is but little doubt that 
enough goods have been sold to warrant opera- 
tions at the present rate, or better, for several 
months. 

The boot and shoe industry has approximately 
reached the height ofits fall run,although produc- 
tion should be well maintained during September. 

The majority of the factories in the smaller 
industries of this district continue to increase 
the number of employees on their payrolls, as 
well as their output. New orders in some of 
the metal trades industries increased at a very 
rapid rate during the spring, and while, as is 
natural during the summer, further improve- 
ment was not made, nevertheless the volume of 
sales held at or near the highest point reached in 
the spring. 
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MONEY AND BANKING 


The tendency which first became noticeable 
two or three months ago for money rates to hold 
without much further decline has become more 
apparent during the past month. In reality 
there was little if any change in the quotations 
of money rates in August. Therefore there has 
been at least a halt, if not an actual termination, 
of the drastic decline which first started late in 
1920. Rates on commercial paper at the present 
time are approximately fifty per cent. of those 
prevailing on January I, 1921, as shown on the 
chart below. The price of credit, in other words, 
has had approximately the same fall as the price 
of commodities. This is not an unusual occur- 
rence,—in fact the change in money rates between 
periods of prosperity and depression is usually 
considerably greater than that in commodity 
prices. When business turns downward after a 
‘‘boom,’” money rates do not usually start to 
decline until several months after commodity 
prices have reached their peak. On the other 
hand, money rates do not as a rule strike bottom 
until a corresponding period after commodity 
prices have done so. This has been true during 
the past three years. Commodity prices, accord- 
ing to the Bureau of Labor Statistics, were at 
their lowest point in January of this year, and 
if money rates have reached bottom now or do so 
in the near future, the lag of their trend behind 
that of commodity prices will remain about the 
same as it was when the two were at their high- 
est points in 1920. But the mere fact that money 
rates have at least temporarily stopped declin- 
ing does not warrant the assumption that an 
upward trend will immediately start, because, 
according to the history of several decades, 
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money rates remain low for several months after 
a business depression and even after industrial 
recovery is well under way before they again 
begin on a marked upward movement. 

Bank loans and rediscounts have not been 
influenced by the business recovery except in a 
rather negative way. Loans of member banks 
declined steadily throughout 1921 and to a lesser 
extent during the first four months of this year. 
Since the early part of May, however, the loans 
and rediscounts of the Boston banks have about 
held their own, fluctuating slightly from week to 
week, but averaging at about the same level 
during May, June, July and at least the first 
half of August. Loans and discounts of member 
banks in New England cities other than Boston 
show a more favorable trend, inasmuch as they 
have been slightly increasing since the middle of 
May. 

The reserve ratio of the Federal Reserve Bank 
of Boston has been increasing quite steadily 
since the first of June, as is shown on the chart 
at the bottom of the right-hand column. This is 
a reversal of the trend, which prior to that date 
had been downward for seven months. The re- 
covery in the reserve ratio during recent weeks 
is the result primarily of the rapid gain in gold 
holdings, amounting, in the ten weeks previous 
to August 16, to about 30 per cent. ° 


Money rates prevailing in the open market at 
30ston on August 26 were as follows: 


Commercial Banks to Customers 43-53% 
Brokers’ Call Money 43% 
90-day Bankers’ Acceptances ( unendorsed 3% 
Commercial Paper (Note Brokers 44-43% 
Year Collateral Loans 43-5% 
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Activity in the metal trades 
of New England has been re- 
tarded during August, apparently as the result 
of summer dullness, but probably more be- 
cause of the adverse influence of the strikes. 
The slowing down is more evident in the sales 
departments than in production. Distributors 
of both new and second-hand equipment have 
found the markets quite dull. The general feel- 
ing is that business of any large volume will de- 
pend entirely upon the settlement of the strikes. 
While purchasers have delayed placing actual 
orders because of lack of confidence in the situa- 
tion, their interest in the market is shown by a 
large volume of inquiries. The trade hopes and 
expects that many of the latter will be turned 
into orders when the labor difficulties are out of 
the way. 


METAL TRADES 


The Boston wool market has 
not been as active during the 
past few months as it was in the spring, inas- 
much as the main buying season for the mills is 
practically over. Without the stimulus of large 
sales, prices have not continued the upward 
movement of a few months ago, but, in fact, 
have on the whole tended slightly downward, 
especially during the early part of August. This 
is shown on the chart below. Yarn and top 
prices have also tended to be slightly reaction- 
ary. There have been heavy receipts of foreign 
wool in the port of Boston during recent weeks, 
and there is at the present time a large amount 
in bonded warehouses in this city. 

The recent opening of the lines for the spring 
of 1923 were a success for some woolen manu- 
facturers, and the output of a fair number of 
New England mills has already been booked up. 
eileen a a Ser 
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Wool prices compiled by R. G, Dun & Company. 


HIDES AND Trading in the hide market 


LEATHER was quiet during August, with 
prices steady. This industry 
has now reached the difficult phase of the 


business cycle which the textile industry entered 
several months ago. When the business cycle is 
on the upward trend, as at present, raw material 
prices start to increase first, and soon outrun the 
prices of manufactured goods. Hide prices have 
been generally increasing since the spring of 1921, 
whereas leather prices have been advancing only 
since the spring of this year. Tanners now find 
it difficult to obtain higher prices from shoe 
manufacturers because the latter in turn find 
that the consumer is resisting any advance in 
shoe prices. A further improvement in general 
business may furnish the solution to the tanners’ 
difficulties. 


COTTON August is the most critical 
period for the cotton crop, and 
it is not surprising that the cotton market has 
been “jumpy” during the past month. The 
price of raw cotton has been very susceptible 
to weather reports from the cotton-growing 
states. Much interest is centered in the Texas 
crop (the largest of any state), which is badly in 
need of improved growing conditions. The 
trade is looking forward to the Government con- 
dition report, which is to be issued September 1. 
If this report runs true to form as indicated 
by the experience of the past ten years, then a 
decline from the condition as of the first of 
August should be expected. The cotton goods 
market has recently been quiet. This condition 
is apt to prevail until there is more definite 
knowledge as to the size of this year’s crop. The 
yarn market is also dull. 
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CROPS Agricultural conditions — in 
New England have on the whole 
been only fair during this past season. The recent 
light local rains and more favorable temperatures 
have in most cases come too late to be of material 
benefit to this year’s crops. Onions and tobacco 
are not doing well, and either are being, or soon 
will be, harvested in order to get the most out of 
the crop. The tonnage of hay is considerably 
larger than last year, but the quality is not as 
good as usual, due to the hot weather at harvest 
time in many sections. The Maine potato crop 
is not very promising, even though the acreage 
planted is large. 

Prospects for the crops the country over are 
much better than for those in New England. 
Government forecasts indicate an 
vield of the major food crops. 


abundant 


BOOTS AND 
SHOES 


Production of shoes in New 
England has been improving for 
several months, and the ‘“‘fall- 
run” production has about reached its peak in 
this district. According to reports received from 
New England manufacturers, August output is 
usually the largest of the current season’s pro- 
duction. Apparently the ‘fall run’’ in this dis- 
trict will not be as large this year as it was last, 
judging from statistics received by this bank 
from representative manufacturers. This coin- 
cides with earlier reports which showed that there 
was not as large a number of orders taken during 
the season this year as last. Manufacturers ap- 
parently have fewer unfilled orders on their books 
than at this time last year. Furthermore, stocks 
on hand are larger at present than a year ago, 
although a downward tendency has been evi- 








LABOR The most urgent demand for 
workmen in this district comes 
from the building trades. In some sections more 
building mechanics could be used than are avail- 
able. As a consequence, wages in this industry 
are firm, with a distinctly upward tendency. The 
demand for workers for the metal-working indus- 
tries seems to have been more adequately met, 
and employment offices are reporting that in 
some districts a surplus in some of the skilled 
trades is evident. Unskilled labor continues to 
be in fair demand throughout New England, 
and there is not enough first-class farm help to 
fill requirements. The Massachusetts Public 
Employment Office in Boston reports a decline 
of one-fifth in the number of applicants for em- 
ployment in the first two weeks in August, com- 
pared with the first two weeks in July. 


Conditions at the moment in 
the paper manufacturing indus- 
try are considerably influenced by the coal strike. 
Paper manufacturers, in proportion to the vol- 
ume of their output, use more coal than most 
industries, and the recent shortage has caused 
some curtailment of paper production. The 
immediate outlook for this industry is rather 
worse than better. Some manufacturers have 
withdrawn their price lists, and are selling sub- 
ject to the market at the time of delivery. News- 
print prices have recently been increased $5 a 
ton, the second advance in the past two months. 
The increases have been made by domestic 
mills, Canadian newsprint manufacturers not 
having increased prices. Wholesale paper dealers 
report improving business, especially in book 
and fine 
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FATLURES The number of commercial 
failures in New England during 
July and August has been somewhat above nor- 
mal, judging from the experience of previous 
history. Earlier in this year the total was much 
larger than normal. The current improvement is 
largely a reflection of the increasing volume of 
business as well as higher commodity prices. A 
slightly increasing tendency in the number of 
failures can be expected beginning in a few weeks, 
inasmuch as that is the usual seasonal trend. 
The total number of failures in the United 
States during August, based on the returns for 
the first three weeks, was less than in July. This 
follows the usual seasonal trend. There were 
fewer insolvencies among traders in July than 
in June. Failures among manufacturers, how- 
ever, increased. 


CARLOADINGS While the number of cars 

loaded by New England _rail- 
roads fluctuates slightly from week to week, there 
has really been no appreciable change since the 
first part of May. The two sharp drops in the 
solid line, representing carloadings during 1922, 
on the chart below, between May and July, were 
caused by the holidays of Memorial Day and the 
Fourth of July. Otherwise this line is practically 
horizontal for three months prior to the middle of 
August. If the usual seasonal trend is followed 
during September and October, there should be 
an appreciable increase in the amount of freight 
carried by the New England roads. Shipments of 
non-union mined coal from West Virginia to 
New England manufacturers have caused car- 
loadings of coal by railroads in this district to be 
larger than usual. Coal has been shipped by boat 
to New England ports and thence by rail inland. 
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THE COST Changes in the cost of living 
OF LIVING are not as responsive to varia- 
tions in business activity as 
wholesale commodity prices. According to the 
Massachusetts Commission on the Necessaries of 
Life, the cost of living in that state was slightly 
higher in July than in June, but just under the 
level of July last year. An increase in food 
prices was responsible for the change from June 
to July, over-balancing slight decreases in cloth- 
ing prices, rents and fuel prices. Rents, even 
allowing for the decline in July, are at practically 
their highest point. The United States Depart- 
ment of Labor states that in Boston the average 
family spent 6 per cent. more for food in July 
than in June, 5 per cent. more in both Portland, 
Maine, and Providence, Rhode Island, and 4 per 
cent. more in New Haven, Connecticut. 
COMMODITY The average commodity has 
PRICES been increasing in price since 
the first of the year in re- 
sponse to an increased demand accompanying 
business improvement. The upward trend be- 
came quite pronounced shortly after the first of 
April, following the beginning of the coal strike. 
During July and August, however, the move- 
ment came to at least a temporary halt. This was 
more noticeable in the prices of raw materials 
than in completely manufactured goods as is 
usually the case. The rapid rise of the price level 
of basic commodities during the late spring and 
early summer is shown on the chart below. It 
will be noticed that beginning in July prices 
softened and declined somewhat until the first 
part of August. During the following two weeks 
there was a further upward movement, as in- 
dicated, and continued since that time. 
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BUILDING The amount of new construc- 
tion for which contracts were 
awarded during August in this district was ap- 
proximately equal to that in July. The total for 
either July or August, however, was below the 
recent highest point which was reached in April. 
Although fewer new contracts are being awarded 
now than early in the spring, there is probably as 
much actual work under way as at any time this 
year. In many sections of New England a veri- 
table building boom is in progress. In the cities, 
construction of residences is usually predomi- 
nant. There are signs, however, that there will 
be a more rapid increase in the erection of busi- 
ness buildings than dwellings, when general busi- 
ness shows further improvement. Construction 
of business buildings amounted to only 18 per 
cent. of all new construction in this district in 
1921, but was 24 per cent. of the total during the 
first half of 1922, while the corresponding figures 
for residential buildings were 42 per cent. in 1921 
and 37 per cent. in the first six months of 1922. 

There was little change in the prices of build- 
ing materials during August compared with 
July, although the tendency was upward. There 
seem to be adequate supplies of materials, with 
the possible exception of brick. Wages of build- 
ing mechanics are higher than they were in the 
spring, and in some New England cities the de- 
mand for artisans cannot be completely filled. 

The chart below shows the trend of the physi- 
cal volume of new building in New England, 
based on the value of contracts awarded. These 
have been adjusted for the cost of building, so as 
to eliminate wage changes and building material 
price fluctuations. 
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IRON AND The iron and steel industry 
STEEL has been as much, if not more, 

affected by the coal and railroad 
strikes than any of the more important industries 
of the country. Production had been increasing 
very rapidly for nine months prior to the out- 
break of the strike, but during at least the past 
two months, output has been declining. Buyers 
are more cautious than heretofore, due to the 
difficulty in estimating future requirements, and 
tend to restrict the volume of new orders. 
Production remains, however, very much larger 
than at this time last year, when this industry 
was in the worst of its depression. Iron and 
steel prices have been increasing since early in 
March as is shown by the chart below, which 
is based on the prices of fourteen iron and steel 
products. This increase has been coincident 
with an expansion in unfilled orders, as repre- 
sented, for instance, by those of the United 
States Steel Corporation shown on the same 
chart. In fact, it will be noticed from the chart 
that there is a considerable similarity in the 
movements of prices and orders. The cost of 
production will necessarily be higher during the 
coming months, due, first, to the wage increase 
announced the latter part of August, and, sec- 
ondly, to possible higher fuel prices. 

Railroads, while not buying as heavily as 
earlier in the year, are still much more active 
in the purchase of equipment than at almost 
any time since 1918. Orders for pipe lines and 
storage tanks, involving considerable tonnage, 
are still being placed by oil companies, in line 
with the policy now prevalent in the industry of 
carrying large stocks of crude petroleum. 
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RETAIL 


The volume of retail trade in New England as 
measured by the sales of the group of represent- 
ative department stores reporting to the Fed- 
eral Reserve Bank of Boston continued to be 
favorable. Total sales in July were very much 
less than in June, because the summer months 
of July and August are lean ones for retail 
trade. However, the more valuable comparison 
of July sales with those of the corresponding 
month last year shows a gain of nearly 8 per 
cent. this year. There was an even greater in- 
crease in the number of individual sales made. 

Similarly, four reporting Boston women's 
apparel shops during July showed a gain in their 
net sales when compared with the corresponding 
month of last year for the first time in 1922. 


fact the net sales in July of these four stores 


In 


totaled larger than in the same month of any of 
the three previous years. 

During the first part of this year department 
stores situated in New England cities other than 
Boston continually reported that their sales were 
less in dollar value than in the corresponding 
months of either 1921 or 1920. This was partly 
due to the lower retail price level prevailing this 
year, but also to the combination of considerable 
unemployment and the textile strike. During 
June the net sales of 18 reporting department 

Net Sales 


during July, 1922, 
compared with 





July, 1921 June, 1922 

8 Boston Department Stores +7.9° —38.0%% 
18 Other N. E. Department Stores 0.5% see OR fer 
26 Total Department Stores +5.3% 32.2% 
4 Women’s Apparel Shops +6.0°% 29.6% 

*17 Other N. E. Department Stores 

** 3 Women’s Apparel Shops 
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TRADE 


stores almost equalled those in June, 1921, and 
this improvement was duplicated in July. The 
number of individual sales made by the group 
of these New England stores was larger during 
July this year than in July, 1921. 
in dollar value of the net sales of this group of 
stores was not as large from June to July as in 
the case of the Boston department stores. 
Reporting department stores state that the 


The decline 


amount of merchandise on hand on the first day 
of August approximately equalled that on the 
corresponding date last year. In fact each month 
during 1922 this same condition has held true. 
The retail value on August first of the Boston 
department stores’ stocks was slightly greater 
than in August, 1921, while for the 18 depart- 
ment stores in other New England cities and the 
four women’s apparel shops, it was less. 

The outstanding orders of merchants are, as a 
rule, beginning to expand in preparation for fall 
trade, although merchandise managers are still 
buying in a cautious manner. The outstanding 
orders of seven Boston department stores on 
August I amounted to 7.7 per cent. of their 1921 
purchases; the corresponding figure for nine 
other New England department stores was 5.5 
per cent. and for three women’s apparel shops 
5.4) per Cent. 

Sales Transacti 


during July, 2, 
compared with 


Stocks at Retail 
on July 31, 1922, 





Ratio of Stocks 
to Net Sales 
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The average New England householder has 
not realized until lately that hard coal is not the 
only fuel used for domestic heating purposes. At 
the present time, however, he is obtaining con- 
siderable education along these lines. Neverthe- 
less, he is reluctant to change his habits and still 
hopes that some way may be found to supply all 
the hard coal New England desires. There is no 
possibility that as much anthracite coal as usual 
will be mined in the United States this year. 

Under the average conditions of the past five 
years, there has been produced approximately 
92 million tons per coal year. (A coal year be- 
gins on April 1.) The recent strike started on the 
first day of the current coal year. Since then 
there has been practically no hard coal mined, 
so that, on September 1, five months’ produc- 
tion had been lost. Under average conditions 
this would amount to 40 million net tons, as is 
shown on the chart below. 

What are the chances of making up this short- 
age before or during the winter? In the first 
place, not all of this 40,000,000 ton deficit will 
have to be made up in order that as much hard 
coal can be used in New England during this 
present coal year as would normally be consumed. 
The reason for this is that dealers in this district 
probably had a two months’ supply on hand on 
April 1. 

Previous to the beginning of the strike, some 
householders, fearing that they would have diffi- 
culty in getting coal, started putting in their 
next winter’s supply. Last winter was not a 
particularly severe one, and the probabilities 
are that the average consumer had a few weeks’ 
supply left over last spring. In other words, 
counting the left-over supply of last winter, 
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Source of data — U. S. Geological Survey. 
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plus the amount that some farsighted consumers 
put into their bins before the strike started, plus 
the two months’ supply in the hands of the retail 
dealers on April 1, it is obvious that probably less 
than an average ten months’ instead of an aver- 
age twelve months’ output need be produced for 
New England consumers to get their usual re- 
quirements for the current coal year if the supply 
is equitably distributed. 

Can a ten months’ average output, or nearly 
77 million tons, be produced in the seven 
months between September 1 and April 12 To 
do so would require a constant rate of produc- 
tion 30 per cent. higher than has ever been at- 
tained before during even a single month. Con- 
sidering the condition of railway equipment and 
the none too large number of surplus serviceable 
coal cars, it does not seem as if this rate of pro- 
duction could be reached. 

It is probable that the mines will be put on 
an efficient basis as quickly as possible, and 
that output will be at least somewhat higher 
than average. It seems inevitable, however, 
that there will be a shortage of total production 
of hard coal during the current coal year of at 
least 15 to 20 per cent. of the average output. 
The success with which New England gets 
through the winter depends almost entirely 
upon an equitable division of available supplies 
of fuel. Hoarding on the part of a few will 
inevitably mean suffering on the part of many. 

The present movement in parts of New Eng- 
land to preserve all domestic sizes of hard coal 
for use in dwellings and to have schools, churches 
and larger heating plants which have been 
using prepared sizes of anthracite, change to 
bituminous coal is an admirable step. 
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GERMAN 


With the exception of isolated periods of 
a few months’ duration, the value of the Ger- 
man mark in foreign countries has been falling 
steadily since the war came to an end. As is 
commonly known, this value has declined until 
at one time in the latter part of August the 
mark was quoted in New York at approximately 
$.0005, compared with its pre-war gold parity of 
nearly $.24. This is shown on the first chart at 
the bottom of this page. In other words, the 
mark has dropped to nearly 1/500 of its 1913 
price. During the latter part of August it was 
less than one-sixth of what it was as late as the 
middle of June. 

The decline in the price of the paper mark is 
the result of a tremendous increase in the amount 
of German currency in circulation without a 
corresponding increase,—in fact, without any 
increase,—in the amount of gold reserve. The 
rate of the amount of currency 
in circulation is shown graphically on the second 
chart at the bottom of this page and is repre- 
sented by the solid line. During the early stages 
of the inflation, commodity prices within Ger- 
many did not rise as rapidly as did the amount of 
money in circulation. No doubt, the main rea- 
son for this was the misunderstanding by the 
German people of the real significance of the 
change then being made in the currency system 
and the inability to foresee that this movement 
continue. The natural tendency as 
prices started to rise was to hold off buying and 
to hoard the money which was continually be- 
coming more plentiful. In other words, the Ger- 
man government was a large gainer during the 
first part of the inflation but has lost much 
of its advantage during the past year because 
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it has not been printing new money rapidly 
enough to maintain a constant amount of pur- 
chasing power. It will be noticed on the second 
chart that the dotted line indicates that the trend 
of wholesale prices has risen much more rapidly 
since June, 1921, than the amount of money in 
circulation. While the amount of currency has 
doubled since last December, wholesale commod- 
ity prices within Germany have tripled. The 
government, which is the money-issuing agency 
and which pays for its money only the cost of 
printing plus the cost of paper, has had its do- 
mestic purchasing power cut in half since last 
December. Its foreign purchasing power has 
been even more drastically cut through the dis- 
proportionately rapid fall in mark exchange. 

One of the reasons why German commodity 
prices have lately been rising more rapidly than 
the increase in the amount of money in circula- 
tion would seem to warrant, is that the people 
have begun to realize at last where their cur- 
rency system will lead them. They would rather 
have goods than money at the present time. In 
fact, a condition has already been reached where 
commodity prices are so high within Germany 
and it takes so many paper marks to purchase 
goods in other countries that there is not a suff- 
cient amount of currency to properly meet all of 
the demands of the current volume of trade. 
This is an economic phenomenon which always 
occurs when a country pursues a policy of delib- 
erate inflation. As John Maynard Keynes, the 
noted English economist, states, ‘“The income tax 
receipts which we in England receive from the 
Surveyor we throw into the waste paper basket; 
in Germany they call them bank notes and put 
them into their pocket books.” 
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Condition of Selected Member Banks 
(In Thousands of Dollars) 


Banks in Portland, Fall River, New Bedford, 
Banks in Boston. Springfield, Worcester, Providence, 
Hartford and New Haven. 


va] . Change since 
RESOURCES Aug. 16,'22 July 19,’22 Aug. 17,21 Aug. 17,’21 


Commercial Loans and Investments, $505,642 $500,367 $520,869 — $15,227 $321,436 $322,713 
Loans Secured by U. S. obligations, 12.535 12,324 37,159 24,624 6,491 6,589 


Loans Secured by Stocks and ee 159,409 160, 399 139, 427 * 19,982 76,816 75,772 
U. S. Certificates Owned . : 5,269 6,294 1.979 + 3,290 1,226 1,413 
Other U.S. Obligations Owned . : 60,767 55,811 11,567 + 49,200 75,613 68,384 

Total Loans and Investments 743,622 735,195 711,001 + 32,621 481,582 474,871 
Cash in Vaults. , 8,094 8,224 11,810 — 3,716 14,588 15,269 
Reserve at Federal Reserve Bank ; 69,015 69,036 59,630 + 9,385 23,696 24,489 

LIABILITIES 

Net Demand Deposits , ‘ ~- 610,113 623,909 553,928 + 56,185 268,992 264,586 
Time Deposits. ; ; ‘ : 107,409 98,950 72,928 + 34,481 176,211 172,852 
Government Deposits : ; : 10,676 8,053 14,867 — 4,191 3,222 1,443 

Total Deposits : 728,198 730,912 641,723 + 86,475 448,425 438,881 
Money Borrowed at Fed. es. ask; 11,784 6,081 41,049 — 29,265 1,655 3,154 
Capital ‘ 57,020 57,020 56,200 + 820 32,200 32,200 
Surplus = F , 62,194 62,194 62,136 + 58 32,250 32,250 
Undivided Profits. , 18,850 18, — 22,465 — 3,615 18,315 18,315 
Ratio of Borrowings to Total Loans, 1.6% 8% 5.8% — 4.2% 3% 1% 


Condition of Federal Reserve Bank of Boston 
(In Thousands of Dollars) 


RESOURCES LIABILITIES 
Aug. 16,'22 July19,’22 Aug. 17,'21 Aug. 16,’22 
Gold Reserve againstF.R.Notes $178,770 $158,551 $214,512 Capital , . : : $8,107 
Gold Reserve against Deposits, 43,420 44,113 38,788 Surplus. . . : 16,483 
Total Gold ; 4 . 222,190 202,664 253,300 Deposits: 
Legal Tender and Silver . P 8,325 8,537 16,548 Government. 1,154 
‘Total Cash Reserves . 230,515 211,201 269,848 Member Bank Reserves, 122,484 
Discounts secured by U.S. Sec., 7,818 6,523 38,094 Allother . . 418 
Discounts—Commercial Paper, 13,615 12,930 42,658 Total Deposits . 124,056 
Bankers’ Acceptances purchased, 12,410 19,054 6,634 Federal Reserve Notes. 172,307 
U.S. Sec. against F.R. Bk. Notes, 4,950 5,450 17,436 Federal Reserve Bank mn 4,095 
Other U.S. Securities owned . 38,205 42,964 1,034 Collection Items 2 45,001 
Total Earning Assets . 76,998 86,921 105,856 Allother liabilities .  . 1,376 
Uncollected items . : . 57,542 58,518 43,729 Total Liabilities. sp 425 
Other resources -— «© «© GB 6,364 5,300 Reserve Ratio . 77.8% 
Total Resources. . 371,425 363,004 424,733 Loans to other Fed. Res. Banks, 0 


Charges to Depositors’ Accounts 


Other than Banks’ or Bankers’ 
(Monthly Averages of Weekly Totals in Thousands of Dollars) 


Per cent 

July June of July 

1922 1922 Change 1921 
Boston . . . . $331,289 $335,594 — 13% $292,997 
Bangor . ‘ : , 3,259 5,257 — . 3,535 
Brockton... <« +s 4,312 4,528 — 4.7 * 
Fall River eo er 6,727 6,901 — 2.5 5,464 
Hartford . ; : . 23,047 21,731 + 6.1 22,288 
Holyoke . . . . 3,220 3,054 + 5.4 2,820 
Nowell «  . & -« 4,619 4,405 + 49 4,273 
| i101 re are 5,677 5,561 + 2.1 * 
Manchester . .. 3,729 3,982 — 6.4 4,389 
New Bedford .  . 6,484 6,356 + 2.0 5,701 
New Haven. : : 19,928 16,558 + 20.4 17,175 
Portland . . « % 8,259 7,289 + 13.3 6,575 
Providence See 30,355 33,265 — 87 30,135 
Springfield a ee 15,337 15,268 “> 45 12,116 
Waterbury oF © es 6,212 6,789 — 8.5 5,376 
Worcester. . . . 14,452 15,007 — 37 13,889 


*Not reporting. 


Change since 


Aug. 16,22 July 19,°22 Aug. 17,’21 Aug. 17,’21 


$296,471 + $24,965 


15,568 — 9,077 
70,509 + 6,307 
5,706 — 4,480 
43,652 + 31,961 
431,906 + 49,676 
13,926 + 662 
22,113 + 1,583 
242,132 + 26,860 
140,157 + 36,054 
5,073 — 1,85] 
387,362 + 61,063 
7,723 — 6,068 
31,350 + 850 
29,750 + 2,500 
16,684 + 1,631 
18% — 15% 


July 19,’22 Aug.17,’21 
$7,981 $7,935 
16,483 16,342 


2,091 583 
123,553 109,354 
394 887 


126,038 110,824 


161,816 241,611 
4.928 6,046 
44,453 38,470 
1,305 3,505 


363,004 424,733 


73.4% 76.6% 
0 17,061 


Percent 
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SUMMARY OF BUSINESS AND FINANCIAL CONDITIONS 
THROUGHOUT THE COUNTRY 


By the Federal Reserve Board 


AUGUS r 


The outstanding feature of the month has 
been the inherent soundness which the general 
business situation has manifested in the face of 
the difficulties encountered. This has been shown 
by the continuance of activity at a relatively 
high level despite labor disturbances and despite 
the recession of activity normally expected at 
this season of the year. Prices of important 
commodities continued their upward tendency 
during July but during August conflicting ten- 
dencies were apparent. The excellent agricul- 
tural prospects provide an encouraging outlook 
for the fall trade. Furthermore, increase of de- 
mand for certain commodities to compensate for 
restricted output or delay in placing orders is 
also in prospect. Even so, business must neces- 
sarily proceed under handicaps for some time to 
come, as a result of fuel shortage and transporta- 
tion difficulties. 

Manufacturing activity in general has been 
maintained at a high level. In those industries, 
such as automobiles and building construction, 
in which seasonal recession is shown, activity is 


still far in excess of a year ago. Cotton manu- 
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facturing likewise shows some decrease, but the 
reverse is true of woolen manufacturing. The 
output of nonferrous metals other than copper 
has also increased, but iron and steel activity 
shows some decline. Bituminous coal produc- 
tion has increased steadily during the present 
month. 

The labor situation showed considerable im- 
provement during August. The bituminous coal 
strike has been settled in many fields and the 
majority of the New England cotton mill workers 
have returned to the factories. 

Agricultural prospects on the whole continue 
very satisfactory. 

Wholesale trade suffered a decline during July 
as compared with June in all lines except dry 
goods but most lines were in a better position 
than a year ago, especially hardware. Retail 
trade, however, was slightly less in dollar value 
than last year. 

Financially, few new developments occurred 
during the month. The rapid decline of the mark 
has been the outstanding feature of the foreign 
exchanges. 
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